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TRANSPORTATION-PART IV‘ 
BY J. T. HOLDSWORTH 

Drexcl Institute, Philadelphia. Pa. 

COMBINATION PERIOD 1870-1898. 

FTER the Civil W a r  the country enjoyed a long period of almost 
unbroken prosperity, marked by great economic changes, and espe- 
cially by the unprecedented development of internal commerce and 

transportation. T h e  vast reaches of agricultural and grazing lands of the 
Trans-Mississippi West were settled, and mining towns began to spring up 
along the great treasure-house of the continent, the Cordilleras. “Capital- 
ists, confident of the growth af the country, and assisted by the generous aid 
of the United States and from the local governments and individuals of the 
section to be served, constructed railroads for the purpose of creating the 
traffic upon which the earnings of the road must depend. In  many cases 
the railroads built during the twenty years following the Civil W a r  were 
pioneers entering unsettled regions beyond the hlississippi and Missouri 
rivers, and opening highways by which immigration was able rapidly to 
occupy the prairies and mountain valleys of our great West.”* T h e  panic 
of 1873 was largely the result of this too hasty projection of railroads and 
their heavy over-capitalization. Yet by 1880 the lessons of ’73 were for- 
gotten and in the following decade 70,000 miles were added to the railway 
net. “Within ten years the people of the United States built as many miles 
of railroads as the people of the three leading countries of Europe had con- 
structed in fifty years.” 

During this period of rapid growth, the railroads were pretty generally 
a law unto themselves in the construction and operation of their lines. 
Little or no control, regulation or supervision was imposed on them-the 
country clamored for railroads. “To such an extent was the public mind 
prepossessed in favor of railroads that any legislator who would have been 
instrumental in delaying the granting of a railway charter for the purpose 
of perfecting it, to protect the people against possible abuses, would have 
been denounced as a short-sighted stickler and obstructor of public improve- 
m e n t ~ . ” ~  Under such circumstances it was but natural that abuses should 
spring up. Discriminations, rate wars, pooling, and other disturbing 
features developed in railroad management. I n  the new West, especially, 
the people were long-suffering, but in the years following the close of the 
Civil U’ar, railway abuses became unbearable. I n  several of the grain 

A 

Continued from Vol. 111, p.  420. *Iohnson. p. 28. SLarrabcc, p .  125. 
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1905 TRANSPORTATION 75 

states, Illinois, IOU%, Wisconsin and Minnesota, granger legislatures passed 
laws seeking to regulate railroad rates and service. T h e  railroad companies 
contested these “granger laws,” but in 1877 the Supreme Court of the 
United States declared them constitutional, and the railways were compelled 
to submit to the regulation of the state. 

I n  1874, there were 
five roads competing for the business between Chicago and the Atlantic 
ports-the Pennsylvania, the New York Central, the Erie, the Baltimore 
and Ohio, and the Grand Trunk. . During the next two years violent rate 
wars ensued, through rates were cut to pieces on all the trunk lines, and 

Scarcely less serious abuses had arisen in the East. 

traffic was demoralized. The  railroads soon found this cut-throat com- 
petition unwise, and after various attempts a t  agreement had failed, the 
device of the r‘pool’’2 was resorted to. Pooling is effected in various ways: 
( I )  the traffic is divided among the various roads meeting at a common 
point-the traffic pool; (2) each road is allowed to carry all the freight it 
can get, then the total earnings of all the roads are divided according to 
agreed ratios-the money pool ; ( 3 )  the territory is divided, each road being 
apportioned a section of country within which it enjoys exclusive control of 
the freight business. All three of these forms of pooling have been resorted 
to by American railway managers at some time or other. T h e  end sought 
by the third form of pooling noted is gradually being brought about, with- 
out any formal agreement, through the grouping of our railroads into a few 

For Pools and Traffic Associations, 8cc Johnson, ch. 16; also, Langstroth and Stilz. Railroad Co6pcration. 
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great systems, each of which practically controls the traffic of a great region 
of the country. 

T h e  first regular pool of consequence in the United States was estab- 
lished in 1870 by the three roads connecting Chicago and Omaha-the Bur- 
lington, the Northwestern and the Rock Island. This pool, providing that 
each of the lines should have a third of the business, was so well organized 
that it lasted, with but one slight break in 1882, for fourteen years. Pool- 
ing agreements increased rapidly during the next ten years. I n  1876, the 
Southwestern Railway Rate Association was formed to regulate competitive 
traffic between Chicago and St. Louis and points on the Missouri River. 
Similarly, the Northwestern Traffic Association controlled the traffic be- 
tween Chicago and St. Louis on the east and Omaha and Council Bluffs on 
the west. West of the Missouri River various associations of a similar na- 
ture sprang up. 

Many of these later organizations had activities other than the pooling 
of earnings or traffic. They “fixed the rates on joint and competitive busi- 
ness, laid down rules regarding the solicitation of traffic, took measures to 
prevent fraud, determined the speed a t  which the fast passenger trains 
should run, decided what kind of tickets should be issued, and what 
privileges should be afforded or denied shippers. Until 1887, a pooling 
agreement was a regular feature of the organization of all traffic associa- 
tions; since then pooling has been illegal, but the traffic associations have 
continued to exercise their other functions.”l 

Though attempts had been made to secure agreements among the rival 
trunk lines, notably in the case of the Saratoga Conference in 1874, it was 
not until 1877 after three years of ruinaus rate wars that the railroads con- 
cerned effected a cooperative Organization. In  that year, under the able 
guidance of Albert Fink, chairman of the Executive Committee of the Trunk 
Line Association, an agreement was reached by which the New York Cen- 
tral and the Erie were each given 33% of the west-bound traffic from New 
York, the Pennsylvania 25% and the Baltimore and Ohio 9%. T w o  years 
later Mr. Fink secured the establishment of the Joint Executive Committee, 
composed of representatives of the trunk lines which sought among other 
things to adjust the delicate problem of “differential”’ rates between the 
various seaboard cities and the M-Test. Most pooling agreements had at- 
tempted to control rates only between common shipping centers. But in 
the trunk line territory the rival roads terminated at  different points- 
Boston, New York, Philadelphia, Baltimore. With the gradual diversion 

‘Johnson, p 132. 

a For good discussion of the problem of differentials. see “Trunk Line Traffic and Differential Rates.” 
Monthly Summary of Commerce and Finance, Department Commerce and Labor, April, 1904. 
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of the traffic of the Erie Canal to the railroads the supremacy of New York 
was menaced by these other seaboard cities. T h e  situation became still 
more complicated when Baltimore and Philadelphia demanded lower rail- 
way rates from the interior to equalize the difference in ocean rates to 
Liverpod. Naturally, each trunk road sought to build up the business of 
its seaboard terminus, and as has been noted, reckless rate wars followed. 
Finally the differences between the four important coast cities were ad- 
justed by an agreement, April 5, 1877, which gave to Boston and New York 
the same rate from points West, to Philadelphia a rate slightly lower, and 
to Baltimore one still lower. These differential rates, or modifications of 
them, have obtained ever since, though the greatest dissatisfaction exists. 

During the seventies and eighties, the tide of opposition to pooling and 
other supposed abuses steadily rose, and finally the demand for railway 
reform culminated in the enactment by Congress of the Interstate Commerce 
Act  1887. Sec- 
tion one states the scope of the measure. It is to apply to common carriers 
engaged in transporting passengers or freight wholly or in part by rail 
under arrangement for a continuous carriage from one state to another or 
from the United States to any foreign country. This section states, also, 
that charges must be reasonable. Sections two and three prohibit personal 
and local discriminations. Section four, the famous “long and short haul 
clause,” is an amplification of the two preceding sections, and especially pro- 
hibits that form of discrimination by which the charge is greater for a 
shorter than for a longer haul over the same line, in the same direction and 
under substantially simlilar circumstances and conditions. Provision is 
made for the suspension of this rule in special cases. Section five, “the anti- 
pooling clause,” prohibits pooling of freight or  earnings. T h e  sixth section 
provides for publicity of rates. Section eleven creates the Interstate Com- 
merce Commission to administer the law. T h e  Commission consists of five 
members appointed by the President for a term of six years, not more than 
three to be chosen from the same political party. 

T h e  adniinistration of the Act for nearly twenty years has revealed 
many weaknesses and defects in the statute. Decisions of the courts have 
shorn the Commission of much of its power, and since 1897 it  has “pos- 
sessed no effective power to adjust railway charges.” Congress has 
remedied some of these defects by amendatory legislation. Under the terms 
of the original statute the penalties for violation of the law provided for in 
sections eight, nine and ten were applicable not to the corporation but only 
to the officer or agent guilty of the violation. T h e  Elkins law of 1903 pro- 
vides for the punishment of the corporation as well as its agents or officers. 

T h e  most vital clauses of the statute are the following: 
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It also makes the acceptance of a rebate or discrimination a misdemeanor 
equally with the offer. Moreover, it revoked the imprisonment penalty and 
makes all misdemeanors punishable by fines ranging from $1,000 to $20,000. 

T h e  Commission is empowered to hold hearings, make investigations, 
order carriers violating the law to desist from their illegal practices, and 
award damages to be paid to the victims of these illegal acts. But  the 
power of the Commission is greatly restricted because its orders do not have 
the binding effect of a court decree. If a carrier chooses to ignore the order 
of the Commission, obedience can be compelled only through an appeal to 
the United States Circuit Court. 

T h e  Commission has long urged an amendment to the law of 1887 
which will make its orders and decisions binding. It also asks for power 
( I )  to audit and inspect railroad accounts, in order to detect discrimina- 
tions, (2) to decide what is a reasonable and lawful rate, and, finally, the 
Commission insists ( 3 )  that it  should be the sole and final judge of the 
facts in any and all disputes between the public and the carrier. 

T h e  work accomplished by the Interstate Commerce Commission is 
summarized by Professor Johnson thus: “Although the ability of the Com- 
mission t o  accomplish its main purpose-the adjustment of rates and fares- 
has been greatly restricted by the narrow scope given by the Supreme Court 
to the act of 1887, the Commission has nevertheless brought about several 
important results: (I) Publicity of rates has been secured, and the public 
knowledge of railway affairs has been increased by the excellent statistics 
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collected and published ; (2)  the interstate commerce law has been of service 
in reducing the number of freight classifications of the country; ( 3 )  by its 
informal as well as its formal investigations the Commission has done much 
to bring about a better adjustment of railway charges, as between different 
localities, different commodities, and different shippers ; (4) the work of 
the Commission has been of great educational value. I ts  reports have con- 
sidered in a clear and comprehensive manner the important phases of the 
railway question as they have presented themselves year by year, and its 
decisions which now comprise over eight volumes, have developed a service- 
able and valuable administrative code regarding railway regulations.” 

After pooling was prohibited by the Interstate Commission Act the rail- 
ways fell back upon the traffic associations to regulate their competitive re- 
lations. Among the strongest of these associations were the Trunk  Line 
Association in the East and the Trans-Missouri Freight Association in the 
West. I n  1896 the Trunk Line and the Central Traffic Associations were 
united under the name of the Joint Traffic Association, whose Board of 
Managers composed of representatives of all the important systems involved, 
practically fixed the rates to be charged by the several railroads. I n  1898, 
this association was declared illegal on the ground that in effect it violated 
the anti-pooling section of the Interstate Commerce Act, and also, that 
being a “combination in restraint of trade” i t  contravened the Sherman or 
Anti-Trust law of 1890. Similarly, the efficiency of the Trans-Missouri 
Freight Association as a regulator of the inter-railway relations was de- 
stroyed by an adverse decisionl’of the Supreme Court in 1897, which held 
that an agreement among competing railways to maintain rates, whether 
reasonable or otherwise, was a restraint of trade, and hence a violation of 
the anti-trust law. 

These decisions left the railways with but little ground for lawful 
cooperative action. Thus hedged about with laws, whose framers apparently 
failed to discern that in the railway business cooperation is essential, the rail- 
roads since 1898 have been forced to resort to secret agreements to regulate 
their inter-relations. Through the traffic associations informal agreements 
are made as to rates and classifications. These are lived up to so effectually 
that the Interstate Commerce Commission in its annual report for 1901 de- 
clared that “the decision of the United States Supreme Court in the Trans- 
Missouri case and the Joint Traffic Association case has produced no prac- 
tical effect upon the railway operations of the country. Such associations 
in fact exist now as they did before the decisions, and with the same general 
effect.” 

1 Meycr, Railway Legislation In the United States. 
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T o  effect uniformity in the classifications of freight so-called classifica- 
tion committees, representing the interests of the various railroads through- 
out the country, have sprung up. Since the enactment of the Interstate 
Commerce Act three great classifications have obtained, viz., the Southern, 
the largest, with seat at Atlanta; the Official, with offices in New York; 
and the Western, centering in Chicago. T h e  latter exercises jurisdiction in 
the territory west of Chicago and the Mississippi; Official territory lies east 
of the Mississippi and Chicago, and north of the Potomac and Ohio rivers ; 
the Southern classification obtains in the territory south of the Ohio and 
east of the Mississippi. Each of these graups is in charge of a Classification 
Committee, which is entrusted by the railways of the different sections with 
the work of classifying the freight into first, second, or sixth class, etc. At 
present there are about 9,000 articles included in these classifications. Many 
commodities, however, are still carried at special or commodity rates, and 
though efforts have been made to bring them all under one general freight 
classification such a consummation seems impracticable at  the present time. 

(To be continued.) 

P R I N C I P A L  ERRORS COMMITTED IN THE T E A C H I N G  OF 
E L E M E N T A R Y  GEOGRAPHY AND THE 

N A T U R A L  SCIENCES 

I .  Yerbosity. Rasing the instruction on oral descriptions rather than in 
the direct observation of nature. 

Inflexibility. Disregarding the free expansion of the mental activity 
of the child, the instructor aiming to make the pupils think and speak as he 
himself does. This  weakens the confidence of the children in their own 
powers and is injurious to the formation of character. 

Vagueness. Asking questions the replies to which may be found by 
chance. This  necessitates the making of ridiculous statements or blunders, 
vitiates the reasoning power and tends to the loss of time-presenting les- 
sons without plan. 

Impatience. Preventing the children, especially the backward and 
slow, from reflecting calmly. 

Childishness. Presenting unnecessary and foolish examples and com- 
parisons, prejudicial to the exactitude of ideas (fidelity). 

All the errors noted above are committed in teaching the 
various subjects of the curriculum, but they are more frequent and attended 
with greater danger in treating the natural sciences.-dnales de Instruccion 
Prim aria, Montevideo, Urapay . 

2. 

3. 

4. 

5. 

Observation: 
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